THE   NEW   MONGOLIA

foreigners have been increased and the financial
position of foreign firms has also been rendered
difficult by other measures.

Goods for export almost exclusively leave the
country by camel or bullock caravan over ancient
caravan routes. The distances these caravans cover
can only be expressed in thousands of miles. In
recent years the motor-car has to some extent replaced
the older and slower means of transport. As the latter
are all home-produced, while motor vehicles have to
be imported from abroad., the Mongolian Govern-
ment, before I left the country, was already considering
the idea of establishing a motor-car factory.

Mongolian imports are almost entirely in the
hands of Soviet Russia. The joint bank gave them
a decisive influence on Mongolia's economy, not
entirely to the country's detriment, as the Russians
reduced the rate of interest on loans to a reasonable
level from the usurious rates charged by the Chinese.
However, the Russians used the resources of the
Bank to support or finance the various Russian co-
operatives, who were granted unlimited credit.
Otherwise bank loans were freely granted to all
reliable Mongolians and only against goods at ware-
house to individual Russian traders. At the same time,
as the only organ authorised to effect transfers of
foreign exchange, the Bank was able gradually to
undermine private enterprise, establishing for the
Russian co-operatives a virtual monopoly of Russo-
Mongolian trade and almost completely forcing
foreign traders out of the country.